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UK Commission for Employment and Skills' Call for Evidence to inform the 'Collective Measures' study

Response Proforma
Introduction

Please read the accompanying context note on the 'Collective Measures' study before completing this pro-forma.

· Please use this form in your response, but feel free to provide supporting or supplementary information as appropriate. 

· It is not necessary to respond to all questions, only those on which you have a view/evidence to submit. 

· Please provide references to source materials where applicable. 

· We welcome international as well as national/local evidence to our review. 

· Please submit and complete by Friday 3rd October. 

Options

Please tick this box if you are willing to be invited to participate in further discussions during the study: [image: image1.wmf]

Please tick this box if you would like to be sent a copy of the final report: [image: image2.wmf]
Questions


How do you define 'employer investment in skills'? What do you mean/understand by this?

Semta would define ‘employer investment in skills’ as the amount of time and resource committed by a company to meeting its current and future skill needs.  This includes the following:

1. Direct spending on training through external organisations (such as private providers, colleges, universities)
2. Number of people employed by the company on recognised training programmes, such as apprenticeship
3. Flexible support in terms of time for training (which may take place during working hours)

4. Salaries of staff employed directly in training
5. Financial cost of building/maintaining training facilities

6. Resources committed to supporting policies which engender a ‘learning environment’ – for example the Skills Pledge in England and Wales, Investors in People
7. Support for engagement activities with schools, colleges and universities (curriculum support, mentoring, career days, work experience, teacher placements, etc).

8. Support for activities which encourage unemployed people into work (eg Local Employment Partnerships in England)

9. Management and leadership training which enables individuals to develop their understanding of the skill needs of people for whom they are responsible
10. Time and resources spent on identifying and articulating business strategy, which can then inform demand for skills
11. Time spent supporting other organisations (such as Sector Skills Councils, Regional Skills Partnerships, Learning and Skills Councils, etc) in developing strategies to address skill needs at a sectoral / regional level
12. Time spent by staff in supporting informal learning (through mentoring, on-the-job training, etc)
What metrics would you use to measure such employer investment in skills? What do these measures tell us about the current level and type of employer investment in skills? Are those metrics available across all UK employers, if not, to which employers do they apply? 
Relating a measure to each aspect of investment would not be easy:

1. Cash training spend is reported in publications such as the National Employer Skills Survey
2. Apprenticeship figures are collected by the LSC in England, and devolved administrations.
3. ‘Time off for training’ is a common survey question, but this does not necessarily capture the investment of resources necessary to accommodate flexible working which does not require a reduction in the individual’s hours (such as enabling an individual to leave early on one day, to be caught up during the week).

4. Total spend on salaries of staff employed directly in companies is not currently known, but could be estimated from total numbers employed and average salaries.
5.  It might be possible to survey companies who do offer in-house facilities, and expand this figure to estimate total investment across the UK.
6. The actual cost of engaging with Investors in People could be measured, but the ‘investment’ of involvement with other initiatives could be problematic – the costs are not necessarily borne by the employer (eg promotional activity around the Skills Pledge, time spent by brokers and advisers in leading companies to engagement with the activity).

7. The cost of education engagement is also difficult to quantify, and simple measures simply based on ‘inputs’ (such as number of placements offered, number of school children on visits) do not give the whole story of the effectiveness of such interventions.

8. Helping jobless people into work can involve time and resources which could be quantified in terms of cash.

9. Not all leadership and management training leads to improved understanding /appreciation of skills requirements, so total spend on leadership & management training is only part of the story.

10. A company may be unable to quantify its total investment in developing and articulating its strategy, but the existence of a strategy in itself is known to be an indicator of higher and more effective training spend.
11. Time spent in meetings and considering documents could be quantified.
12. Time spent by staff on informal training is notoriously difficult to quantify

The total investment in skills is therefore a complex number to calculate.  In addition, to get a complete picture, it would be necessary to ask employers to calculate the ‘return on investment’ – many of the activities associated with metrics above have both tangible and ‘intangible’ returns (ranging from increased productivity to increased confidence of individuals, better retention, and corporate/social responsibility benefits).
Semta, as part of its employer engagement activity across the UK (including Compact in England) will be collecting information on a range of measures.  This should provide some of the information we need to ensure that Semta as an SSC is having a positive impact on its companies:

Number of companies visited; number of companies engaged/programme starts; qualitative information on the drivers of improvement; initial productivity and competitiveness Key Performance Indicators (eg what is their quality, cost an delivery start point); how many companies complete a programme of training; qualitative information on any reasons for discrepancy between completion and programme starts; number of qualifications completed as part of the programme; productivity and competitiveness improvements; customer satisfaction from companies; information on any problems with engagement.
Does this level of investment represent the ideal or ‘optimum’ level of skills investment in your view? Is it sufficient to meet business needs? Is it provided to the right groups of employees?  Does it address real skill needs? 
There can be no doubt that more needs to be done in order to meet the current and future skill needs of the science and engineering sectors.  However, the economy as a whole also needs individuals with science and engineering skills, so the burden of provision must not fall solely on companies in these sectors.
The voluntary nature of existing investment means that we can be more confident that it is used to address ‘real’ skill needs, but more could be done to help companies identify effectively what these ‘real’ needs are.  Companies lacking a business strategy are less likely to effective in their training and skills investment.  Semta, through its employer engagement strategy, is committed to helping companies in our footprint develop their business planning capabilities (through a number of tools, and through sector-specific expert guidance), and so to improve their skills investment in all the areas mentioned above.
Why might the levels of investment not be right? Might it be too little or too much?

The variation in skills investment by companies in Semta’s footprint is explained by a number of factors.  In those companies not investing their full potential in skills, these factors range through lack of ability to plan, economic instability, lack of understanding of the opportunities and effectiveness of investment.  In other companies, where levels of investment may be high, it is not always investment in the right areas, and companies are not capitalising on their efforts.  This is usually due to lack of planning and poor linking of skills activity to the business strategy.
How does this vary across different employers (e.g. by location or sector or type of organisation)?
Semta, through its Labour Market Information analysis, has identified certain demographic differences in direct training involvement: for example, in its Regional Skills Balance Sheets for the engineering sector across the UK, a number of regional variations have come to light.
Companies in Scotland, the North East and South West of England are significantly more likely than average to have arranged training for their workforce over the past 12 months, compared to the average across the UK, while companies in London are far less likely to have done so.

Companies employing apprentices varies from 100% of large firms in the North East (the numbers in this sample are admittedly small), to only 4% of small firms in London, reflecting the national situation of firms with 250+ employees being far more likely to have an apprentice.
What determines the level of employer investment in skills?

A number of factors are involved in a company’s involvement in the types of activity described.  These include:
· The overall expected return on investment of the activity – as mentioned before, this can be viewed by companies in terms of profitability, productivity, competitiveness, retention, motivation, innovation, etc

· The vision of management for the company

· The attitude of management to skills as a key component in achieving that vision

· The experience of the company in the past to skills investment (ease of engagement, cost, outcome, etc)

· An individual’s enthusiasm for certain activities – particularly in engagement with schools
· Current cash flow and job scheduling – key for companies with small profit margins, and for small firms with limited flexibility in terms of staffing
What potential policy levers fall within scope of ‘collective measures’? What further levers are possible which focus on groups of employers, rather than individual employers? 
Levers generally relate to either money (eg a levy) or time (such as the right to a certain amount of time off – paid or unpaid – to undertake training).  Other levers include procurement (eg specifications in government contracts for a company to be Investors in People accredited).
A more sophisticated and appropriate set of levers could be implemented through sector-specific application of measures which are currently voluntary – see response below.
What ‘collective measures’ would, in your view, be most likely to be effective in enhancing employer investment in skills? Do these address the problems above with regard to the level or type of employer investment in skills? 
We do not believe that a single collective measure will have the right impact on employer investment in skills.
Sector-specific application of measures which are currently voluntary

We believe that funding Sector Skills Councils to enhance voluntary initiatives with sector-specific relevance is the key to improving employer investment in skills.  Measures imposed centrally and nationally by government are not supported, but enabling SSCs to ‘flex’ existing initiatives to incorporate relevant elements for a sector or sub-sector boost take-up.  For example, Investors in People currently has a low penetration in manufacturing, as employers feel it is not relevant, and because they are already using other quality measures specific to their industry.  Boosting sectoral flexibility would increase employer interest, without diluting the impact of the initiative.

Right to time off for training
There are occasional calls for all employees to have a right to a certain amount of time off per year for training.  Semta’s employer do not believe that this is an effective solutions to increasing employer investment in relevant skills, as it simply would encourage ‘training for training’s sake’.
Levies

There is currently no consensus among employers in Semta’s footprint as to whether the introduction of a levy would improve investment in skills which actually improve productivity and competitiveness.  Across the sub-sectors, and between companies of different sizes and locations, there is no consensus that a levy is the solution to their skill shortages.  The reasoning behind the oppose/support divide is explained as follows:
Reasons for opposition to a levy:

· Both large and small firms are concerned that the issues behind the original abandonment of the engineering levy (bureaucracy, ‘fairness’, deadweight and ‘training for training’s sake’) would not be addressed by the introduction of a new levy system.
· Small firms in some sub-sectors are currently very concerned about day-to-day cash flow management, and simply could not spare the money to fund a levy.
· Large firms are concerned that they would contribute more than they would benefit from.

· Companies are increasingly concerned about national government intervention in their training activity (the recent Time to Train consultation in England drew strong criticism), particularly at such an economically sensitive time, when employers are more concerned with creating and maintaining wealth.
Reasons for support for a levy:

· The engineering industry benefited greatly from the geographical coverage of providers supported by the levy.  Companies have commented that colleges and providers have reduced engineering provision since the levy was abolished, and it is increasingly difficult to access provision locally.
· Small firms believe that it would enable larger firms to invest in the training system, and SMEs/supply chain companies would benefit.
· Large firms believe that their existing training activities could be ‘offset’ against a levy obligation, enabling them to effectively invest.

Reasons for termination of engineering levy
The engineering sector used to have a levy system, which was abandoned for a number of reasons:
· The bureaucracy involved meant that employers were unconvinced that the levy was the most economical way of addressing skill needs.

· Many companies felt that they ‘put more in’ than they received in return, and the perceived unfairness of redistribution of resources created problems.

· Employers felt that a compulsory system did not allow them to respond flexibly to the needs of the business and the industry.  This led to a growing perception of ‘training for training’s sake’, which did not contribute to the productivity and competitiveness of companies or the sector.

Should the measures to enhance employer investment apply to all UK employers or to employers with certain characteristics? 
We strongly recommend a sectoral approach to investment incentives / collective measures.  Employers in Semta’s sectors are frustrated at the ‘one size fits all’ approach with which recent proposals (such as the Apprenticeships reforms in England) have attempted to address skills issues with the same solution applied across all sectors.  Through Sector Skills Councils, employers have the opportunity to agree and apply collective measures which will make a meaningful difference to their skills shortages.
What material/evidence do you have available to help us understand these issues? Please send the material to us or direct us to the sources via web addresses or other links? 
Link to SSAs
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